By JEFFREY H. LOWE

Capital Expenditures by Majority-Owned Foreign Affiliates
of U.S. Companies, 1980 and 1981

M.—".JURITY—nwnﬂ:I foreign affilintes
of U.S. companies plan to increase
capital expenditures 8 percent in 1981,
to $51.1 billion, following a planned
24-percent increase this year. In 1979,
spending inereased at sbout the same
rite as in 1980 (table 1 and chart 10).!

The smaller increase planned for 1981
in part reflects reduced spending in a
number of countries and industries
following eompletion of major expansion
projects thiz year. Further expansion
may be moderated by expectation of
eontinued slowing of economie activity
abroad. Faced with execess eapaeity,
large inventories, and slack demand,
affiliates have little incentive to expand
until economic activity beging to re-
COVEr.

The latest plans for 1980, reported
in June, were revised down slichtly
from plans reported last December,
which showed a 26-percent incrense.
The sharpest downward revision was
in petroleum in the Middle East; it
reflected a change in the nature and
status ol the operations of u Middle
East branch of & U.S.«incorporated
petroelum  company, which resulted
in o change in aceounting for the branch

1. Lapital expendliores are expendifures that are mbde to
necpuine, add to, or imprave property, plant, and equipment,
and that are charged 1o copitol scconnts. They we on &
gross hasis; sales and other dispositiond of Mied Ass:ls aro
not netted apalnst themn. Capital expenditures s reporisd
to BEA In curront cdollers; they am not adjustod for price
changes in host conntriog or for changes in the valoe of fonsdgn
olFrencles, hecaise the data mnesded for soeli adhiEtmants
are unavailable,

A mnjority-owned foreign alliato I3 o forcign buosiness
efiterprise in which a U5 campany awnd, directly or in-
direetly, st least 8 percent of the voling rights. Thess dats
nre universe éstlmates based on BEA's semianmzsl sample
survoy, The Intest sorvey, taken in Jone 19680, coversd nbaoot
5,000 majority-pwned forsign siflliabes,

Nore—The estimates were prepared by
Moniea J. Horan, under the author’s super-
vision,
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as reported to BEA by the US.
company.

By area, affilintes in developed coun-
tries plan a 8-percent increase in spend-
ing in 1881, to $38.4 billion, following o
24-percent increase in 1080, In develop-

ing countries, a planned 6-percent
increase, to $10 billion, follows a 22-
percent inerease. Affiliates in “inter-
national and unallocated”—primarily
those engaged in international ship-
ping—expect to reduce spending 17
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percant, to $1.7 billion, in conirest to
o 21-percent incrensze this yeer,

Compared with 1984, smaoller n-
creises or declines in spending are
expected in o]l major industriss. Petro-
leym affiliates plan o 13-percent in-
crease, after n 28-percent increass, nnd
manufacturing affilistes plan n 6-per-
cent incrense, after o 24-percent
incrense. Affllinies m frade ond in
Yigpther” industries expect to reduce
spending slightly, followmg 23- aad
S-percent increnses, respectively. Only
affilistes in mining and smelting plan o
sharp increase next year—33 percent,
to $1.8 billion—following vn even larger
incrense in 1980,

Petrolenm

Potroleurm affiliates plan to increase
sponding 13 percent, to $16.7 hillion,
following a 28-parcent increase this
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year. (The 1951 estimates for petreleum
moy be revised substentiolly in later
SUrveys because several major U5,
companies ceuld not provide relinble
pstimates so far in advance of nctual
pxpenditures.) Much of the intrease is
in ayens where affilintes nre engaged
primayily in extracting crude petroleum,
such as Canada, the North Sea, and
Indonesin.

In developed countries, expenditures
are sxpected io increase 18 percemt, bo
$11.6 billion,, comperad with 27 percent
in 1980 (tables 2A-C), Conadian affil-
intes plan to incrense spending 18 per-
cent, ta 34 billien; the incrense ia for
synerude development in Wesiern
Cunada, expansien of refineries, and ex-
ploration and development of new fields
off the Atlontic Coast, Affilintes in the
United Kingdom plan o 13-percent rise,
to $4.3 billion, following a 28-percent
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rize; the rise is mainly for exploration
and development of North Ses fieldsz.
The slowdown from 1980 may in port
reflect United Kingdom (overnment
plans to defer some North Sea projects
05 a conservation measura, Morwegion
adffiliztes plon a 20 percent increase, to
£0.9 billion, primerily for North Sen
development, In Fropce, (Germaay,
Tirly, nod the Netherlands, whers
affiliates are primarily engoged in re-
Aning and distribution, sizable increases
are plenned, mainly for refinery
modernization. Australion affiliates also
plen o large increese Tor modernization
snd expansien of refineries and for
exploration.

In developing countries, =sifiliates
plan n 13-percent incrense, o $4.4
billion, following o 23-percent increcse.
The ncrease is centered in Indonesia,
whare affiliates plan to boost spanding
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87 parcent, to $0.7 hillion, for new proj-
ects undertolen in response to favor-
able revisions in tox and preduction
shoring sgreements with the host
government. In “other Africa”—por-
tioularly the Ivory Const, Nigerin, and
Egyvpt—eafiilintes plan a 33-percent in-
crense, to $1.6 billion, mainly for
development of new oilfalds.

In several developing countries, of-
filiates plan to reduce spending sharply
in1981. South Koresn afflintes plan to
cut spending in half, {ollowing comple-
tior: of o major refinery exponsion this
yeor. In Parw, 2 decline i= nssociated
with uncertainty regarding future tex snd
production-sharing agreements with the
hoat government. In the Middle East,
the previouzsly mentioned change in
the nnture and status of the operetions
of o branch of & T.S-incorporated
petraleum compuny largely nceounts
for sharp spending declines in 1080 end
1881,

Afflintes In “internatisnel and un-
nllocated" expect to reduce spending
30 percent, to $0.7 billion, following o
shorp rise in 1980 for the purchass of
several new tankers.

ManufactuHng

Manufaeturing affiliates plan to in-
crease spending 6 percent, to 524.3
billion, compared with o 24-percent
incronse this year. Smaller increases or
declines nre plannad in nll entegories
of menufacturing, exeept nonelsctricnl
mechinsry and chemioals,

Affiliatss in traueportatiom equip.
ment plan an 11-percent increass, to
%56.9 bilion, following o 81-percent in-
crease this vemr. The 1%30 incrense
reflactzs the initinl stages of o massive
program to construct assembly ond
parts facilities for dewvelopmant of
"world cms.' Some of ithese facilities
will ba going inte production in 1981,
In paper and ollied produces, o 15-
percent: incrense, to $1.7 hillion, follows
& Bd-percent incrense. Both incranses
ars for construstion of new plants und
exponsion of existing fecilities; they
reflect slower growth in productive
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copacity thon in demand for paper
preductz in recent yeors. After n 19-
percent increase this year, affilinties in
alestrical machinery plan a 3-percent
inerease in 198}, Cuts in spending—4
percent and 15 percent—sre plonned
in foed products apnd in “ethe®
mnuufu.cturing, respectively, after sharp
merenses.

In contrast, aﬁhntea in nenelectrical
machinery plan to mm'aase spending
twice n2 much next year as in 1980; the
14-percent increase, to $6.9 billiun. in
port reflests o sharp incremse in the
capitalization of computer equipment
for remtal. In chemicals, afiliates plan
B-percent increases i both 198C and
19E1.

In daveloped countries, manufae-
turing offiliates plan o 5-percent in-
crease, to 321.2 billion, aftar o 25-par-
cent inersnse this year. A 3-percent
incronse, to $5.1 billion, by Canadian
affilintes ia concentrated in paper and
in chemeials. Canndian transportation
equipment afibates plan a small de-
cline, nfter deubling axpenditures this
year.

In Europs, sffiliates in the United
Kingdom plon a G-percent incrensa in
spmdmg, to $3.0 billion. Most of tha
inerense is in nonelectricu) machinery.
In primary ood fabricated mstols, o
ghorp decline partly reflects completion
of o meajor facility this year. German
affilistes plan to inerease spending 5
peccent, to $4 billion. In transportation
equipment, 4 &percent incrense is
planned, sfter a sharp incrense in 1980
for modernization snd exponsion of
assembly plents. Reduced spending is
planeed in chemicals and in “oth
monnfocturing. French affiliates plan o
4-parcent incrense, to $1.E hillion.
Affilintes in nonelectrienl machinery,
chemieals, and paper occount for most
of the inerease, Affilictes in "other"

Europe plun to inerease spending 45

percent, to $1.6 billion, following anm

aven sharper increase in 108). In-
creases in both years ore almost en-
tiely by (ranspertation esquipment
affilistes in Spain and Austria, and
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reflect o confiouation of & major pro-
gram fo expand nssembly copacity
end parta production for more fual-
efficient possenger cors.

in developing countries, affilintes
plon & 9-percent incresse in 1881, to
£2.6 billicn, one-hall of the increnss in
1980, Most of the incrense is in Maxico
and the Middle Enst. In Mexice,
affllintes 1o {trapsportation equipment
plon to build new plants to supply
four-cylinder engines to the U.8, mar-
kat; nonelectrical machinery offiliates
plan to incrense capitalization of com-
puter aquipment for prental. The in-
creass in the Middle Eost is mainly for
construction of a loarge petrochemicol
foeility in Soudi Arabin. These in-
crenges nre partly offset by & 6-percent
decline in Brazil, where charp cuts me
pleniied in transportetion equipment—
reflesting the near-completion of new
truck and engine plants—and in non-
elsatyionl mackinery.

Mining and smelting, trade, and
other industries

Mining and amalting affliates plan to
inerease spending 33 percent, io $1.8
billion, following an even sherper in-
crense this year. The 1981 inerense is
centered I Australin and Bragil; in
both countries, affilintes ara expanding
bouxite mining and refining eapacity in
anticipation of worldwide sluminum
shortages. Partly offsetting are declines
in Chila and Indonesia; both reflact
completion of copper mins development.

Trade affilintes plan to reducs expand-
itures 2 percont, to %28 hillion,
following o 2%-percemt increase. The
reduction is centered in severs]
European coamiries aml in  Japan,
whers a large land purchase was com-
pleted earliar this year.

Affiliates in "other" industries— ngri-
culturs, publie utilities, transportation,
vonstigetion, and finonce and other
services—-plan to ent spending 1 per-
cent, to $4.9 billion, following a slight
incrense. A particularly lage decline is
planoed in Hong Eong, where an
aleotric power plant is to ba completed
this year,
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Table 98.~Copital Expenditures by Majorlty-Owned Focelgn Afilintes of 1.8, Companles fn 1904 |
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